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PROTECTION  AND  REVENUE  IN  1877. 


SIMILARITY    OF    ALL    STRUGGLES    TO  REFORM 

ABUSES. 

It  must  be  assumed,  in  any  controversy  about  a  mat- 
ter of  public  interest  and  importance,  that  the  parties  to 
the  controversy  are  candid  and  sincere  in  the  desire  to 
find  out  what  is  really  true  and  wise,  that  is,  what  will  be 
permanently  beneficial  to  all.  When  the  controversy  is 
about  some  old  abuse  it  cannot  assume  this  shape  purely 
and  simply.  Vested  interests  always  grow  up  under  an 
old  social  or  poHtical  abuse,  and  no  vested  interest  ever 
yet  voluntarily  sacrificed  itself.  On  the  contrary,  inter- 
ested parties  always  make  vigorous  defence  of  their  privi- 
leges and  their  mischievous  advantages.  They  have  a 
stronger  and  more  personal  interest  to  organize,  to  spend 
money,  and  to  work  in  defence  of  the  wrong  they  enjoy, 
than  others  have  to  overthrow  it.  We  see  instances  of 
^his  in  the  history  of  the  struggle  by  which  all  abuses  have 
been  corrected.  Privileged  classes  and  orders  of  nobility 
have  been  dislodged  from  their  privileges  only  after  long 
struggles  and  bloody  revolutions.  Sinecures  and  pen- 
sions and  rotten  boroughs  and  the  sale  of  commissions  in 
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the  army,  and  established  churches,  have  been  over- 
thrown, so  far  as  they  have  been  overthrown,  only  after 
vigorous  conflicts.  Our  own  history  furnishes  only  one 
great  instance,  because  we  inherited  only  one  great 
abuse.  The  overthrow  of  slavery,  however,  is  a  startling 
instance  of  what  it  costs  to  bring  truth  and  right  to  pass, 
of  how  hard  it  is  to  vanquish  prejudice  and  interest,  and 
of  the  vigorous  defence  which  vested  interests  make  to 
every  step  of  progress  in  truth  and  enlightenment. 

The  history  of  the  conflict  with  these  abuses  brings 
out  distinctly  one  or  two  other  features  of  such  struggles 
which  we  ought  to  notice. 

I.  In  the  first  place  the  mass  of  the  people  who  suffer 
undtr  the  abuses  are  slow  to  perceive  them^  and  can  only 
be  stimulated  to  rise  against  them  by  great  effort  on  the 
part  of  a  few.  The  notion  that  every  man  can  be  left  to 
see  and  reflect  for  himself  and  by  some  kind  of  spontane- 
ous consent  to  meet  others  of  similar  intelligence  in  a 
common  judgment  and  will,  has  no  foundation  in  fact. 
The  sphere  in  which  a  man  is  born  and  lives  bounds  his 
notions  of  what  is  proper  and  possible,  and  at  most  he 
judges  from  the  examples  he  sees  before  him  of  success 
in  life,  what  chances  he  has  of  bettering  his  condition, 
and  what  methods  he  should  use  to  that  end.  He  will 
not  be  actively  discontented  so  long  as  his  circumstances 
do  not  become  worse,  much  less  if  they  are  really  improv- 
ing, and  if  the  examples  of  great  success  which  he  sees 
and  hears  of  are  those  of  men  who  grow  rich  by  stock- 
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jobbing,  financiering/*  creating  monopolies,  lobbying 
for  subsidies,  or  political  schenning,  he  will  not  be  likely 
by  his  own  intellectual  energy  to  perceive  how  naany 
other  roads  to  success,  of  a  higher  and  more  permanent 
order,  might  be  open  to  him  under  another  state  of 
things.  Such  knowledge  can  only  be  won  by  study  and 
travel,  and  the  wide  experience  of  life  which  enables  men 
to  see  what  might  be  as  well  as  what  is,  and  to  escape 
from  the  limits  of  tradition  and  prejudice. 

2.  The  second  feature  worth  mentioning  in  the  history' 
of  conflicts  against  great  abuses  is  that  the  defenders  of 
abuses  always  conduct  the  defence  by  special  pleas  of  all 
sorts  and  descriptions.  The  special  plea  for  Robin  Hood 
and  Dick  Turpin  was  that  they  gave  liberally  to  the  poor. 
The  special  plea  for  class  privileges  was  that  they  sus- 
tained culture,  refinement,  and  art.  The  special  plea  foi 
monopolies  was  that  energy  and  enterprise  needed  a 
stimulus  and  reward,  and  that  monopolies  produced  arts 
which  otherwise  would  not  exist.  The  special  plea  for 
a  state  church  is  that  it  secures  a  corps  of  agents  of 
civilization  scattered  into  every  hamlet.  The  special  plea 
for  rotten  boroughs  was  that  they  enabled  able  states- 
men to  be  kept  in  public  life  when  they  could  not  get 
elected  by  popular  constituencies,  at  any  rate  without 
great  expense.  Many  of  these  pleas  are  not  without  force, 
for  few  things  are  altogether  evil,  as  few  are  altogether 
good.  Special  pleas  in  behalf  of  abuses  have  no  cohe- 
rence or  consistency.    They  always  eventually  destroy 
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each  other,  but  when  taken  piece  by  piece  they  have  no 
little  popular  effect.  They  do  what  the  defenders  of  an 
existing  abuse  always  want  to  do,  they  obscure  and 
confuse  the  question.  A  glittering  commonplace,  or  a 
burst  of  patriotic  gush,  or  an  appeal  to  some  popular 
prejudice,  will  outweigh  the  closest  and  most  irrefragable 
argument.  Such  means  have  sustained  for  generations 
institutions  and  abuses  which  every  school-boy  is  now 
taught  to  despise. 

Our  free  trade  controversy  presents  anew  all  the  same 
features  of  these  old  struggles  against  ingrained  abuses. 
Public  opinion  can  only  be  enlightened  by  great  and  pro- 
longed effort  to  understand  the  mischief  done  by  the  pro- 
tective system  to  wealth,  and  to  all  which  depends  upon 
wealth,  viz.,  morals,  education,  culture,  civiHzation,  and  na- 
tional greatness.  The  opposition  which  we  have  to  meet, 
also  consists  in  the  reiteration  of  platitudes,  special  pleas, 
misrepresentations  of  history,  both  here  and  abroad, 
inferences  mixed  up  with  facts,  facts  misapprehended,  and 
vigorous  denunciations  of  want  of  patriotism.  We  cannot 
join  issue  on  any  proposition  or  set  of  propositions  on 
which  a  discussion  can  be  carried  on  by  estabHshed 
methods,  to  a  clear  result.  Even  those  of  our  adversaries 
who  claim  to  stand  generally  on  the  platform  of  right 
reason  and  common  sense,  and  to  be  disinterested,  are 
not  ashamed  to  treat  this  question  with  ignorant  and 
flippant  neglect  or  contempt.  Now  when  we  consider 
that  a  very  large  body  of  persons,  respectable  in  every 
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point  of  view,  claim  that  this  question  involves  the  most 
important  consequences  for  the  welfare  of  the  whole 
people,  it  follows  that  those  who  treat  it  with  neglect  or 
contempt,  simply  bring  in  question  their  own  good  sense 
or  their  own  good  faith. 

It  is  important  then  to  distinguish  between  the  pro- 
tectionists who  think  that  free  trade  threatens  their  own 
%ested  interests,  and  those  who  believe  that  protection 
£s  a  sound  theory  of  national  wealth.  For  the  present  I 
1  *ave  aside  the  former  class.  The  pensioners  and  sinecur- 
ists  declared  that  the  greatness  of  England  would  depart 
whenever  their  incomes  were  cut  off.  Nothing  could  ex- 
ceed their  contempt  for  the  meanness  of  a  great  nation 
which  refused  to  tax  the  people  a  farthing  a  head  to  sus- 
tain a  brilliant  coterie  of  gentlemen  and  ladies  as  orna- 
ments to  the  country.  They  declared  that  there  were 
moral,  social  and  political  advantages  of  high  importance 
which  depended  on  keeping  up  the  coterie  in  question. 
Our  protectionists  have  made  us  familiar  with  the  same 
old  round  of  platitudes.  A  man  who  enjoys  or  thinks  he 
enjoys  advantages  from  an  arrangement,  will  not  easily 
be  led  to  consent  that  this  arrangement  shall  be  abolished, 
because  it  is  won  at  the  cost  of  others.  . 

PROTECTION  LESSENS  WEALTH. 

Our  effort  is  better  directed  to  show  to  those  who 
suffer  from  the  protective  system,  wherein  and  how  they 
suffer,  and  to  convince  those  who  believe  in  protection 
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as  a  theory  of  national  wealth  that  they  put  their  faith 
in  a  delusion-  It  is  in  regard  to  this  class  that  the  as- 
sumption I  made  at  the  outset  must  be  taken  to  hold 
good :  that  we  are  all  candidly  and  sincerely  bent  on 
finding  out  which  theory  is  sound  and  true,  that  of  pro- 
tection or  that  of  free  trade.  My  proposition  is  that  pro- 
tection lessens  the  wealth  of  the  country.  That  is  the 
proposition  on  which  this  free  trade  controversy  turns, 
and  it  is  upon  this  proposition  that  the  issue  ought  to  be 
made,  if  our  antagonists  could  be  brought  to  a  discus- 
sion which  should  be  fruitful,  as  between  men  who  want 
to  find  out  what  is  true.  Wealth,  of  course,  is  always  a 
rnatter  of  more  or  less.  We  want  the  most  we  can  get 
with  the  means  at  our  disposal.  The  question  of  free 
trade  versus  protection  is  only  a  question  of  method  of 
employing  our  means  so  as  to  make  them  most  efficient. 
When,  therefore,  I  say  that  protection  lessens  wealth,  I 
mean  that  it  prevents  wealth  from  being  produced  up  to 
the  point  it  might  have  reached  with  the  means  at  our 
disposal. 

MORAL  AND  SOCIAL  CONSIDERATIONS. 

No  sooner  is  this  proposition  set  up,  however,  than 
our  adversaries  fly  off  into  vague  declamations  about  na- 
tional independence,  morals,  culture,  patriotism,  etc.  If 
protection  did  not  exist  in  this  country,  as  a  matter  of 
history  and  tradition,  and  if  it  never  had  existed  any 
wheie,  and  if  some  men  should  now  undertake  to  preach 
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it  as  a  theory  for  increasing  wealth  and  civilization,  they 
could  not  find  a  score  of  followers  in  the  United  States. 
The  argument  for  a  state  church  supported  by  taxation, 
for  moral  and  political  purposes,  is  a  thousand  times 
stronger  than  that  for  protection.  It  is  admitted  how- 
ever that  if  one  man  resents  the  imposition  of  a  tax  for  a 
state  church  it  is  wrong  to  lay  it.  The  same  is  true  of 
protection.  If  the  whole  argument  about  moral  and 
social  advantages  from  protection  were  sound,  yet  it 
would  hold  true  that  to  raise  one  cent  of  tax  from  one 
resisting  tax-payer  for  that  purpose  was  an  indefensible 
wrong.  As  I  understand  it,  we  are  engaged  in  an  eco- 
nomic discussion,  which  is  a  discussion  about  wealth. 
We  want  to  know  how  to  make  labor  productive  of  the 
greatest  possible  amount  of  wealth.  All  the  questions 
of  morals,  culture,  and  patriotism  turn  upon  the  use  to 
be  made  of  wealth  after  we  have  obtained  it.  As  for  the 
means  of  obtaining  it,  they  exercise  their  own  moral  cul- 
ture. If  we  pursue  wealth  by  the  methods  of  industry 
and  economy,  under  liberty,  we  shall  only  gain  morally. 
If  we  pursue  it  by  selfish  struggles  to  rob  each  other, 
under  some  specious  theory,  we  shall  only  waste  wealth, 
and  not  create  it.  The  modern  industrial  machinery  has 
introduced  many  fallacies  among  those  who  fix  their  at- 
tention on  its  external  workings,  or  on  those  phenomena 
of  it  which  catch  the  eye  most  readily.  It  looks  as  if 
financiering  and  other  devices  of  combination  and  ad- 
justment created  wealth.    No  combination  or  coopera. 
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tion  or  association  of  any  kind  creates  any  wealth  at  all 
The  only  factors  in  the  production  of  wealth  are  labor, 
capital,  and  land,  and  until  we  can  make  something  out 
of  nothing,  we  may  as  well  settle  to  the  conviction  that 
no  device  whatever  will  create  wealth  unless  it  acts 
through  one  of  these  three  factors.  Cooperation  and  as- 
sociation, that  is  division  and  organization  of  labor,  exist 
in  the  nature  of  society.  They  do  not  wait  for  systems 
to  be  invented  to  put  them  in  operation.  The  philoso- 
phers who  talk  much  about  association,  want  to  take  so- 
ciety to  pieces  for  the  sake  of  putting  it  together  again, 
according  to  their  notion.  Fortunately  they  cannot 
do  it.  Physiologists  might  as  well  plan  some  new  organ- 
ization of  the  human  body. 

Every  new  invention  for  facilitating  transportation 
or  spreading  information  binds  the  whole  human  race 
into  closer  organization,  and  this  natural  and  neces- 
sary cooperation  is  developed  by  the  very  fact  that  it 
assists  production.  How  does  it  do  this?  Simply  by 
acting  on  the  methods  of  using  the  means  of  produc- 
tion. It  makes  labor  more  efficient,  or  it  economizes 
the  use  of  capital,  or  it  renders  available  new  and 
rich  land.  The  same  is  true  of  all  the  civil,  financial, 
commercial,  and  transportation  machinery.  It  creates 
nothing,  but  it  adds  to  the  utility  of  products  by  bring- 
ing them  to  the  places,  or  into  the  hands,  where  they  can 
be  used  with  the  greatest  amount  of  satisfaction  to  human 
needs,  or  it  puts  capital  in  the  hands  which  can  employ 
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it  best,  or  it  prevents  waste  and  loss,  or  it  secures  pos- 
session and  enjoyment  to  the  person  who  produced  the 
goods.  We  should  put  no  faith  whatever  in  any  vague 
theory  of  combination  or  cooperation  unless  we  can  ana- 
lyze it  and  see  just  how  it  is  to  act  upon  the  forces  of 
production,  labor,  capital,  and  land,  to  lessen  labor  in 
proportion  to  product,  or  to  increase  capital  and  econo- 
mize its  use,  or  to  bring  the  resources  of  the  earth  within 
our  reach  for  less  labor.  Any  notion  which  evades  this 
analysis  and  asks  us  to  put  faith  in  it  that,  in  some 
way  or  other,  v/hich  is  not  explained,  it  is  to  be  a  means 
of  increasing  wealth,  is  not  worth  considering.  When 
we  are  treated  to  declamation  about  culture  and  morals, 
instead  of  discussion  of  the  matter  before  us,  then  we 
know  that  we  are  dealing  with  bigotry,  or  prejudice,  or 
self-interest.  Beneficence  and  business  are  never  com- 
bined without  injury  to  both.  We  are  ready  to  discuss  all 
the  moral  and  political  aspects  of  the  question  about  pro- 
tection, for  we  deny  that  they  are  hostile  to  those  aspects 
of  the  question  which  are  purely  economic.  On  the  con- 
trary, we  affirm  that  it  is  a  total  misconception  of  the  re- 
lation of  the  various  interests  of  man  to  represent  them 
as  antagonistic,  so  that  we  must  seek  one  set  of  means 
if  we  want  to  reach  wealth,  and  another  if  we  want  to 
reach  health,  and  another  if  we  want  to  reach  civic 
greatness,  and  another  if  we  want  to  reach  culture  and 
moral  strength,  and  so  on.  We  affirm  that  the  means 
to  all  these  ends  are  cognate  and  harmonious,  and  that 
1* 
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true  views  of  all  these  ends  and  of  the  means  of  reach- 
ing them,  produce  no  antagonisms  or  discords.  If  the 
methods  of  trade  are  such  that  a  man  often  thinks  he 
must  choose  between  sacrifices  of  wealth,  and  sacrifices 
of  rectitude,  it  only  proves  that  the  methods  of  trade 
are  economically  bad.  I  say  economically  bad,  for  they 
are  not  such  as  conduce,  in  the  long  run,  to  success  in 
the  pursuit  of  wealth  for  any,  or  for  all.  I  return  then 
to  my  proposition  that  protection  lessens  national  wealth. 
We  must  take  the  population,  and  the  national  charac- 
ter for  energy,  enterprise,  industry,  and  economy  as  they 
are.  This  determines  the  factor  labor.  We  must  take 
the  amount  of  capital  as  it  is.  We  must  take  the  land 
as  it  is,  in  regard  to  its  fertility  and  relation  to  the  mar- 
ket. We  might,  having  these  factors  as  they  are,  reach 
a  certain  degree  of  comfort  and  material  well-being  for 
the  whole  of  our  people,  each  according  to  his  share  in 
the  work  of  production.  Protection  lessens  this  scale  of 
comfort  and  well-being  which  we  might  enjoy.  Let  us 
try  to  see  how  this  is  brought  about. 

MANUFACTURES  VS.  AGRICULTURE. 
We  protect  manufactures  at  the  expense  of  agricul- 
ture. The  farmer  is  told  that  the  whole  laboring  popu- 
lation would  go  into  agriculture  and  compete  with  him, 
if  there  were  not  protection,  and  he  is  told  to  contribute 
to  a  fund  to  make  up  the  losses  of  manufacturing,  so  as 
to  keep  off  this  competition.  He  will  do  well,  before 
buying  off  competition,  to  count  the  profit  and  loss. 
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It  is  complete  folly  for  him  to  give  a  cent  to  buy  ofi 
competition,  because  he  cannot  buy  it  off.  How  can  any 
one  buy  off  competition  when  competition  is  free?  He 
would  have  to  buy  off  forever.  No  one  would  dream  of 
buying  off  competition  save  from  a  monopoly,  where  he 
could  recover  his  losses  by  raising  his  price.  Nothing  in 
the  world  is  less  a  monopoly  than  our  agriculture.  Even 
cotton  is  no  longer  a  monopoly.  Foreign  competition  is 
active.  Of  the  English  imports  in  1877  ^he  proportion 
from  different  sources  was,  America,  2,902,000  bales  ; 
Brazil,  363,000  ;  Egypt,  522,000  ;  West  Indies,  86,000  ; 
East  Indies,  997,000.  Total  4,870,000  bales.  {Econo- 
7nist ; — Commercial  History  of  1877,  p.  33.) 

Our  agricultural  products  have  their  prices  fixed  by 
supply  and  demand  in  the  world's  market.  Those  who 
talk  to  the  farmer  about  a  home  market  have  never  told 
him  how  a  thing  could  have  two  markets.  If  then  the 
American  farmer  should  buy  off  American  competition 
he  would  simply  reduce  his  own  profit  to  the  benefit  of 
his  foreign  competitor. 

THE  ENGLISH  WOULD  CRUSH  OUR  MANUFACTURES." 
Some  people  have  a  bugbear  to  the  effect  that,  under 
free  trade,  English  manufacturers  would  sacrifice  capital 
to  crush  American  manufactures.  They  attribute  to  the 
English  manufacturers  the  stupidity  which  they  ask  the 
American  agriculturist  to  commit.  If  the  English  were 
such  foolish  business  men  as  to  go  into  any  such  enter- 
prise, they  would  not  be  very  formidable  competitors 
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If  the  English  manufacturers  of  any  commodity  should 
try  any  such  thing,  how  many  of  them  would  join  in  it  ? 
It  is  inconceivable  that  they  all  would.  Certainly  no 
combination  of  English,  French,  Belgian,  Swiss,  and  Ger- 
man producers  could  be  made  for  any  such  purpose. 
Those  who  did  not  enter  into  the  enterprise  would  be 
driven  from  our  market  while  the  effort  was  in  progress. 
Those  who  made  it  would  meanwhile  be  losing  capital 
rapidly.  Let  us  suppose,  for  the  sake  of  argument,  that 
they  succeeded,  after  losing  several  millions,  in  crushing 
American  industry  in  their  line.  They  would  then  have 
to  restore  the  price,  not  simply  to  its  old  level,  but  above, 
in  order  to  recover  their  losses.  As  soon  as  they  at- 
tempted this,  their  competitors,  English  or  continental, 
could  step  in  and  take  the  market,  not  having  any  losses 
to  make  up,  and  the  American  manufactures  would  start 
up  again.  The  result  would  be  that  the  clever  men  who 
made  the  sacrifice  "  would  have  weakened  themselves 
just  that  much  in  the  competition  with  continental  and 
American  producers.  Can  we  make  foreigners  pay  us 
what  we  choose  for  wheat,  cotton,  tobacco,  and  pe- 
troleum ?  Yet,  as  producers  of  these  things  we  have  spe- 
cial advantages.  How  then  could  any  foreign  producers 
make  us  pay  arbitrary  prices  on  manufactured  goods  in 
which  there  is  the  widest  facility  for  competition  ?  It  only 
shows  the  amount  of  economic  intelligence  which  protec- 
tion produces  that  this  notion  is  widely  held  in  the 
United  States,  and  that  one  has  to  soberly  refute  it. 
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The  American  farmer  who  hires  somebody  to  stay 
out  of  farming  here,  is  all  the  time  giving  advantage  to 
his  foreign  competitor.  If  he  keeps  out  any  competitors, 
he  bears  all  the  cost  of  it,  but  all  the  producers  of  agri- 
cultural products  in  the  world  share  the  gain. 

'*TI-IE  DIVERSIFICATION  OF  INDUSTRY.'* 

It  may  be  worth  while  here  to  try  to  set  forth  the 
true  principles  of  national  industry,  so  far  as  concerns  the 
distribution  of  industry. 

We  want,  each  of  us,  the  greatest  possible  amount  of 
goods  for  a  given  expenditure  of  labor  and  capital.  In 
every  country  the  possibilities  of  production  vary.  Com- 
petition between  countries  or  districts  exists  as  to  some 
articles  and  as  to  others  it  does  not  exist.  The  latter  are 
the  products  for  which  the  country  has  exceptional  natu- 
ral advantages.  In  coming  into  a  new  country  the  popu- 
lation find  employment  in  its  peculiar  and  exceptional 
advantages  until  their  own  production  carries  the  supply 
so  high  that  the  return  falls.  The  country  could  produce 
almost  anything.  Labor  and  capital  could  make  sugar 
grow  in  New  England,  if  we  would  expend  enough  of 
them.  Let  us  then  represent  by  100,  the  productive- 
ness of  one  industry  or  of  each  of  a  few  industries 
which  have  the  highest  advantages  in  the  country  in 
question.  This  means  that  a  producer  of  the  com- 
modities for  which  the  country  has  the  highest  advan- 
tages exchanges  his  surplus  for  all  sorts  of  goods  tc 
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consume  and  enjoy,  and  the  amount  of  wealth  which 
he  thus  obtains  shall  be  taken  as  the  standard  :  100, 
This  represents  the  degree  of  utility  obtained  by  labor, 
or  the  highest  scale  of  comfort  attainable  in  the  country 
in  question  by  one  man  wuth  the  necessary  amount  of 
capital  to  carry  on  that  industry  to  the  best  advantage. 
The  thing  upon  which  we  want  to  fix  our  attention,  from 
first  to  last,  is  the  scale  of  comfort  or  material  well  being 
attained.  Of  the  other  possible  industries  in  the  country 
in  question,  some  would  produce  99,  some  98,  some  97, 
and  so  on  down  as  compared  with  the  most  remunerative 
industry,  taken  as  lOO.  The  country  might  have  peculiar 
advantages  for  several  of  these  industries,  but  would  meet 
with  foreign  competition,  we  will  suppose,  on  the  one  at 
95,  and  on  all  below.  The  desire  for  the  maximum  profit 
would  carry  the  whole  population  into  the  one,  or  the 
ones,  which  would  pay  lOO,  and  although  there  were  no 
foreign  competition  on  those  which  would  pay  99,  98,  97, 
and  96,  yet  they  would  be  neglected.  (Cotton  in  the 
cotton  belt  is  an  example.  Gold  in  the  best  days  of 
AustraHan  gold  mining  is  another.)  As  soon  as  the  popu- 
lation was  so  numerous  as  to  greatly  increase  the  supply 
of  the  articles  which  pay  100,  the  return  might  sink  to 
99.  Then  the  industries  w^hich  w^ould  pay  99,  would  be- 
gin. When  it  fell  to  98,  others  would  begin,  at  97  and 
96  others,  and  so  on  down.  The  whole  population  would 
thus  be  occupied  to  the  maximum  of  profit,  taking  land, 
labor,  and  capital  as  they  were  at  any  moment.  When 
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the  profits  of  all  home  industries  had  fallen  to  95,  the 
home  production  of  the  product  which  pays  95  would 
begin,  and  soon.  The  introduction  of  home  productions 
in  a  new  country  goes  on  naturally,  just  as  fast  as  it  is 
necessary  on  account  of  increased  population,  and  possi- 
ble on  account  of  diminished  profits.  The  home  manu- 
facture of  things  previously  imported  is  a  sign  that  the 
first  and  highest  natural  advantages  of  the  country  are 
exhausted.  It  is  not  a  thing  to  be  rejoiced  over  or  has- 
tened at  all,  but  it  comes  just  as  it  is  best  for  the  country 
that  it  should  come,  to  employ  a  larger  population.  For- 
eign competition  is  of  no  importance  whatever  if  we  do 
not  run  to  meet  it  before  the  time,  and  abandon  arbitra- 
rily what  would  be  more  profitable.  Here  is  the  whole 
fallacy  and  error  of  asserting  that  we  cannot  meet  for- 
eign competition.  We  cannot  if  w^e  go  to  meet  it  and 
abandon  what  would  pay  better  here,  and  it  is  in  this 
last  point,  as  we  shall  see,  that  the  explanation  of  the 
true  principle  lies.  If  we  cannot  compete,  it  proves 
simply  that  we  do  not  want  to,  because  we  are  better 
employed.  Whenever  we  need  to  compete  we  shall  be 
able  to. 

If,  however,  we  insist  upon  it  that  we  will  live  here,, 
and  will  not  conform  ourselves  to  circumstances  here, 
but  will  try  to  have  our  own  way  in  selecting  what 
things  to  do,  in  spite  of  facts  and  circumstances,  we 
immediately  come  in  contact  with  the  fact  that  no  one 
wants  to  be  the  one  to  take  up  an  industry  which  is  less 
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productive  than  the  best.  If,  while  some  industries  pay 
one  hundred,  the  legislator  setting  his  genius  at  work, 
decides  that  we  ought  to  be  doing  what  will,  under 
foreign  competition,  pay  only  ninety  or  eighty,  he  cannot 
get  any  one  to  go  off  into  those  industries  unless  he 
makes  up  the  difference,  and  as  he  has  nothing  to  make 
it  up  with,  he  joins  somebody,  who  thinks  he  sees  profit 
to  himself  in  the  same  distortion  of  industry,  in  concocting 
a  plan  to  make  the  independent  industries  bear  this  cost 
and  loss.  On  the  5th  of  April,  1877,  ^he  country  was 
informed  by  the  Associated  Press  that  the  classifications 
and  rates  in  the  Wood  Tariff  on  iron  and  steel  had  been 
adopted  as  proposed  by  the  Iron  and  Steel  Association, 
and  that  those  gentlemen  were  satisfied.*'  It  is  to  be 
hoped  that  the  country  was  gratified  by  this  intelligence. 
The  committee  of  Congress,  elected  to  maintain  the 
interests  of  the  whole  people,  had  given  away  those 
interests  to  the  clique  which  wanted  to  plunder  them, 
in  such  measure  as  the  clique  itself  had  been  kind 
enough  to  say  would  be  satisfactory  to  it.  This  is  the 
protective  system. 

WHAT  IT  COSTS  THE  FARMER  TO  BUY  OFF  COMPETITION. 

The  normal  and  independent  industries  of  this  country 
are  agricultural,  and  their  product  may  be  taken  at  the 
standard  :  100.  In  1870  there  were  twelve  million 
men,  women  and  boys  engaged  in  agriculture,  and 
we  may  say  .two  million  laborers  in  protected  industries. 
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The  protection  has  averaged  43.61  per  cent,  on  dutiable 
goods  for  the  last  eleven  years,  and  the  protectionists  say 
it  is  none  too  much.  Hence  it  appears  that,  in  order  to 
get  two  million  laborers  out  of  agriculture,  it  has  been 
necessary  to  engage  them  in  employments  which  needed 
on  the  average,  43^  per  cent  protection.  If,  then,  the 
productiveness  of  agriculture  be  taken  as  100,  the 
natural  and  normal  productiveness  of  the  protected 
industries  is,  on  the  average,  69.68  (i43|-  per  cent, 
or  69.68=100).  The  two  million  will  not  go  into 
these  industries  unless  they  receive  the  same  remun- 
eration  as  the  agriculturists.  When  it  is  said  that  w^e 
cannot  compete,*'  it  means  simply  that  we  cannot 
produce  at  the  same  price  as  the  foreigner,  and  yet  make 
the  wages  and  profits  earned  by  Americans  in  agriculture. 
It  is  impossible  for  any  one  to  discuss  the  tariff  question 
until  he  has  mastered  this  principle.  It  is  the  explanation 
of  the  fact  that  men  continually  assert  that  they  can 
make  this  or  that  better  and  cheaper  than  the  foreigner, 
yet  demand  protection.  They  can  produce  better  and 
cheaper  than  the  foreigner  absolutely,  but  they  cannot 
make  the  wages  and  profits  won  by  their  American 
neighbors,  and  of  course  that  is  what  they  expect  and 
demand.  They  must  be  subsidized  by  the  normal 
industries. 

Now  everything  taken  from  the  twelve  million  agricul- 
turists and  distributed  among  the  two  miUion  protected, 
lowers  the  net  final  remuneration  of  the  former  and  raises 
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that  of  the  latter.  The  proportion  in  number  of  persons 
is  6  to  I.  Hence  the  level  is  reached  at  95.67.  The 
agriculturists  lose  4.33  per  cent  of  gross  product,  per 
head,  which  is  divided  among  the  protected  at  25.99  per 
head,  which  makes  the  remuneration  per  head  equal. 
Then 

12  million  produce  100  per  head  =1,200,000,000 
2     "  "         69.68         =  139,360,000 

I  339»300,ooo 

But  12  million  have  and  enjoy  95.67  per  head= 1148.040,000 
2      "       "      "     "     95.67   "     "   =  191,340,000 

1339,300.000 

If  we  assume  that  the  whole  14  million  could  have 
been  employed  at  99,  the  whole  product  would  have 
been  1386  millions,  and  the  difference  of  total  product, 
46,700,000,  is  pure  loss  by  the  distortion  of  industry. 

HOW  PROTECTION  LESSENS  WEALTH. 
Let  us  stop  now  to  notice  that  we  have  here  pre- 
sented the  true  result  of  protection.  It  is  often  argued 
that  protection  raises  prices,  or  lowers  prices  ;  that  it  raises 
wages  or  that  it  lowers  wages,  etc.,  etc.  The  true  sci- 
entific proposition  in  regard  to  protection,  is  that  which 
I  stated  at  the  outset.  It  lessens  the  amount  of  com- 
fort or  material  well-being  which  the  people  might  have 
enjoyed,  taking  land,  labor,  and  capital  as  they  stood. 
If  the  natural  desire  of  all  men  to  go  into  the  most  prof- 
itable industries,  would  not  have  carried  them  into  the 
protected  industries,  then  some  force  was  necessary  to 
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produce  that  distribution  of  labor.  The  productive 
power  of  the  protected  industries  remains  just  what  it 
was  by  nature.  We  cannot  increase  the  productiveness 
of  any  industry  except  by  increasing  the  amount  or 
fertiHty  of  the  land,  or  the  amount  of  capital,  or  the  effi- 
ciency of  labor.  Hence  the  total  wealth  produced  by 
the  nation  is  less  under  protection  than  it  would  have 
been  under  freedom,  and  the  whole  community  has  less 
to  enjoy  than  it  might  have  had.  It  is  true  that  our 
people,  living  in  a  new  country,  with  an  abundance  of 
fertile  land,  enjoy  a  high  degree  of  comfort  compared 
with  Europeans.  They  do  not  feel  the  tariff  as  a  cause 
of  distress.  I  think  that  this  accounts  for  their  negli- 
gence in  regard  to  it.  Certainly  it  is  a  remarkable  fact 
that  when  a  bill  is  before  Congress,  which  is  to  tax  every 
consumer  in  the  United  States,  the  public  is  indifferent 
and  ignorant  in  regard  to  it,  and  interested  parties  are  left 
to  wrangle  and  strike  bargains  amongst  themselves  as 
to  their  shares  of  the  spoil  of  the  public.  We  must  be 
very  wealthy  people  to  be  able  to  afford  this  indiffer- 
ence— so  wealthy  that  we  can  allow  our  dependents  to 
determine  for  themselves  the  rate  of  alms  which  we 
shall  distribute  to  them. 

I  have  written  as  if  these  twelve  million  persons  en- 
gaged in  agriculture  alone  came  into  account,  and  I  have 
taken  the  degree  of  material  good  attainable  in  agriculture 
at  100,  not  dollars,  but  per  cent,  as  a  standard.  In  fact 
all  the  transporters,  merchants,  bankers,  professional  men, 


20  PFOTECTION  AND  REVENUE  IN  1877. 

editors,  government  officials,  etc.,  enhance  the  value  of 
the  product,  or  prevent  waste  of  it,  and  live  out  of  it. 
They  all  pay,  like  the  farmer,  out  of  their  shares  to  sup- 
port the  protective  system.  I  do  not  pretend  to  say 
that  this  statement  which  I  have  made  represents  the 
amount  of  cost  of  the  tariff  to  all  the  non-protected,  as  an 
arithmetical  calculation.  I  know  of  no  means  of  reaching 
an  arithmetical  calculation.  I  only  put  it  in  figures  to 
make  the  reasoning  as  to  the  method  of  operation  of  a 
protective  tariff  moxQ  concrete  and  simple. 

EFFECT   ON  THE  DISTRIBUTION   OF   POPULATION  AND 

ON  STRIKES. 

It  is  very  possible  that  the  protective  system,  being 
constructed  without  any  rational  principle  whatever,  only 
on  the  method  of  giving  a  tax  on  his  fellow-citizens  to 
any  man  that  asks  for  it,  to  any  extent  that  the  competi- 
tion of  others  with  a  like  object  may  not  prevent,  may 
raise  the  remuneration  of  manufacturers  above  that  of  ag- 
riculturists for  a  time.  No  doubt  our  present  system  work- 
ed so  from  1867  to  1870.  The  proof  of  it  is  the  tendency 
of  population  from  agriculture  to  manufacturing.  During 
that  period,  the  farmer  had  protected  the  manufacturer 
to  a  profit  above  his  own.  This  influx  of  population  into 
manufactures,  however,  brought  the  profits  of  manufactur- 
ing down  to  the  level  of  those  of  agriculture  again.  Since 
the  panic,  they  have  been  below,  and  population  is  now 
again  seeking  land.  Who  can  doubt  that  this  fictitious  and 
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arbitrary  moving  of  population  from  industry  to  industry 
is  mischievous  politically  and  economically.  The  popu- 
lation does  not  redistribute  itself  without  distress,  discon- 
tent, strikes,  riots,  and  great  loss  of  capital. 

The  protected,  also,  so  far  as  they  use  each  other's 
products,  waste  and  squander  their  apparent  gains,  until 
a  crisis  arises  in  which  they  find  that  on  a  review  of  ten 
or  fifteen  years  they  have  done  well  if  they  can  settle 
with  the  capital  unimpaired. 

ANALYSIS  OF   THE  FOREIGN  TRADE  IN  1 877. 

Let  me  now  call  attention  to  an  analysis  of  the  for- 
eign trade  of  the  United  States  for  1877,  in  order  to  show 
the  effect  of  protection  on  it. 

Imports,  Exports, 

Total,  $492,000,000  $676,000,000 
Deduct :  Gold,  etc.  41,000,000    Deduct :  Gold,  etc.  43,000,000 

Reexports,  12,000,000        Net  export  mdse,  633,000,000 

53,000,000 

Net  imports  merchandise,  439,000,000 

The  difference,  in  mixed  values,  was,  on  the  totals 
$184  m. ;  on  the  merchandise  $194  m.  The  difference 
in  gold  value,  gold  included,  was  166  m.  Of  the  gold  im- 
ported, $13  m,  was  exported,  making  a  net  export  of 
$16  m.  In  the  following  tables  the  principal  imports  for 
1877  are  put  under  three  groups;  Industrial  supplies; 
Manufactures  ;  and  Food  and  drink.  As  the  Home 
Consumption  and  Import  statement    contains  no  tables 
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exactly  suited  to  the  purpose,  it  has  been  necessary  to 
combine  the  different  tables  there  given.  This  has  oc- 
casioned some  perplexity  and  there  may  be  errors  of 
detail.  It  was  also  necessary  to  calculate  the  per  capita 
anew,  and  this  is  here  done  on  the  basis  of  population 
45  millions.  The  Bureau  of  Statistics  takes  the  popula- 
tion for  1877  at  46.6  m.  Certain  figures  differ  from  those 
in  the  public  statement  because  this  calculation  was  car- 
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Barley.  

Chemicals. . . 

Flax  

Hemp  

Pig  Iron. .  . 

Steel  

Leather  

Wool  

Copper  

Lead  

Silk  

Tin  

Hides  

India  Rubber 


Equal  to 

Consump- 

Duty per 

Imports. 

Duty. 
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tion  per 

capita. 

Advalorem. 

capita. 

$5. 

%  .9 
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.4 

33i 

2 

I 

4.5 

•9 

20 

10 

2 

7. 

2.6 

37.1 

6 

($30) 

($11.50) 

384- 

.6 

.3 

43.43 

f 

36.4 

9.4 

25.9 

6.7 

Free. 

1.7 

Free. 

3f 

II. 7 

Free. 

26 

5.5 

Free. 

^2\ 

$62.0 

$9.4 

I2i 

$1.37 
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ried  throughout  on  the  basis  of  population  45  m.  Five 
cyphers  are  omitted:  thus  5,1  means  5,100,000;  .06 
means  60,000. 


MANUFACTURED  GOODS. 


Equal  to 

Consump- 

Duty 

Artirle^. 

Imports. 

Duty. 

Average 

tion  per 

per 

XT 

Advalorem. 

capita. 

capita. 

\ji  v_/Ot[on  ...  ... 

sp"-  5 

p. . 

JU5  LCb. 

TTlo  V 

14  •  6 

5  • 

•2/1  r\ 

3^5 

TtI 

T  Q 

1 . 0 

.  0 

33^- 

4 

4.0 

•5 

lOg^ 

lO^- 

r  1 

2  .  0 

I .  I 

39-3 

0^ 

T  (^CiXY\(^Y 

3-5 

1-7 

74- 

3? 

21 . 7 

12 . 8 

58.03 

-.0  1 

48^ 

28f 

Tin 

9-^ 

2.4 

25 

OT  3 

21^ 

-1 

Of  Wool : 

I.O 

.6 

60 

Women's  Dress 

Goods  

14. 1 

9.4 

66| 

34 

21 

Blankets  

.006.4 

.005.7 

89 

. 002 . I 

.001.4 

66| 

Cloths  

5.7 

3.9 

68. 4 

I2f 

8f 

Other  

6.5 

61.5 

I4i 

9 

.08 

.03 

37i 

.05 

.01 

20 

Wood  

3.9 

.8 

20^ 

8f 

If 

Rubber  

•27 

.09 

33i 

i 

i 

$107.0 

$49.5 

46.2 

$2.37 

Si.  TO 
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FOOD,  DRINK,  &c. 


Value. 

Duty. 

Equal  to 
aver,  ad 
valorem. 

$9-5 

$2.5 

26.3 

1.8 

.8 

47.22 

5-7 

4-3 

75-4 

6.1 

5-6 

91.8 

71.8 

34.3 

47-7 

9.2 

2.7 

29-3 

1-5 

•7 

49-35 

53.6 

Free. 

16. 

Free. 

175.3 

50. q 

29 

Articles. 


I  Fruits  

1  Spices  

( Tobacco  

( Spirits,  &c, 

r Sugar  

Molasses... 

.Salt  

(  Coffee  

(  Tea  


Quantity. 


1,486.0  m.  lbs. 


332.0  m.  lbs. 
58.9  m.  lbs. 


Consumption  per 
capita. 


Quant.  Value. 


33  lbs. 


7-37  lbs. 
1.3  lbs. 


21  cts. 
4 

$1.59 

3>^ 
$1.19 

$3.89  $1.13 


Duty 
per 
capita. 


5>^  cts, 

9>^ 

76 
6 


Total  import  of  merchandise  $439  m. 

"     duty   128.4 

Equivalent  to  ad  valorem  rate   29.2 

Average  rate  on  dutiable   42.89 

Consumption  of  merchandise  per  capita   9.75 

Duty  per  capita.   2.85 

These  three  Hsts  sum  up  344.1  milHon  dollars.  They 
contain  248.9  m.  of  dutiable  imports  out  of  a  total  dutia- 
ble of  299  m.  They  therefore  present  the  main  body  of 
the  imports.  These  tables  also  account  for  no  m.  out 
of  \2%\  m.  total  revenue  from  customs  under  a  tariff  on 
2,000  articles. 


REVENUE  AND  PROTECTION  ON  FOOD,  DRINK,  ETC. 

Let  us  examine  first  the  third  table.  It  is  divided 
into  four  sub-groups.  Of  these  the  first,  fruits  and  spices, 
are  taxed,  but  the  taxes  are  hardly  at  all  protective. 
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The  second  sub-group,  tobacco  and  spirits,  is  taxed,  but 
the  taxes  are  more  or  less  offset  by  excises.  The  third  sub- 
group sugar,  molasses,  and  salt,  is  taxed  with  protection. 
The  fourth  sub-group,  tea  and  coffee,  is  not  taxed  at  all. 

The  articles  in  the  first  group,  fruits  and  spices,  could 
be  made  to  bear  much  greater  revenue  without  being 
made  burdensome.  They  are  luxuries  of  food  if  anything 
is.  \x\  the  specious  method  of  reasoning  which  the  pro- 
tectionists employ,  first  on  one  side  and  then  on  the 
other,  of  every  point  in  discussion,  it  has  been  asserted 
that  tea  and  coffee  ought  not  to  be  taxed  because  they 
are  no  longer  luxuries.  In  truth,  the  distinction  between 
luxuries  and  non-luxuries  is  one  of  no  value,  although 
many  people  think  it  a  great  principle  of  taxation  to  tax 
only  luxuries.  There  is  no  possible  definition  of  a  luxury, 
and  if  we  should  tax  only  the  articles  which  cost  a  great 
deal,  and  are  consumed  by  the  rich,  we  should  get  very 
little  revenue.  On  the  other  hand,  if  only  luxuries  were 
to  be  taxed,  how  could  anyone  justify  taxes  on  clothing, 
furniture,  tools,  household  utensils,  etc.,  of  every  descrip- 
tion, and  of  prime  necessity?  The  consumption  of  spices 
and  fruits  is  small,  per  capita,  and  high  revenue  taxes  on 
those  articles  could  be  borne  with  the  greatest  ease. 

Tobacco  and  spirits  paid  less  than  10  million  dollars 
customs  revenue,  they  paid  108  millions  out  of  1 18.9  mil- 
lions total  revenue  from  excise  ;  the  revenue  from  the 
excise  on  these  articles  having  increased  2.3  millions  last 
year,  in  spite  of  the  hard  times. 
2 
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SUGAR. 

Sugar  is  our  best  article  of  customs  revenue.  Our 
consumption  of  it  is  33  lbs.  per  head,  worth  $1.59  per 
head,  and  the  revenue  from  it  is  76  cts.  per  head.  It 
brought  in  34.3  million  dollars  out  of  50.9  m.,  produced 
by  the  class  of  food  and  drink.  While  we  have  to  raise 
a  large  revenue,  this  article  may  properly  be  used  /or  the 
purpose,  although  the  history  of  the  tax  on  sugar  as 
compared  with  that  on  tea  and  coffee,  shows  that  we 
should  not  be  getting  this  revenue  from  it,  if  the  tax 
were  not  protective.  A  great  deal  has  been  said  about 
the  poor  man's  tea  and  coffee,  but  not  a  word  about  the 
poor  man's  sugar,  but  the  value  of  the  sugar  we  consume 
per  capita  is  greater  than  the  value  of  the  tea  and  coffee 
together.  We  have  taxed  sugar  for  protection  ever 
since  18 16,  when  it  was  predicted  that  with  a  ''little" 
protection  for  a  little  while,"  sugar  would  be  raised  as 
far  north  as  the  Ohio  River.  Sugar  is  now  a  precarious 
and  artificial  industry,  as  it  always  has  been  and  always 
will  be,  even  in  the  best  lands  of  Louisiana.  The  pro- 
duct did  not  increase  from  1850  to  i860,  when  it  was 
about  a  quarter  of  a  million  hogsheads.  In  1870  it  was 
87  thousand  hogsheads.  From  1846  to  1857,  ^he  tax  was 
30  per  cent,  and  from  1858  to  1861  it  was  24  per  cent.  In 
theMorrill  tariff  it  was  f  of  a  cent  a  pound.  Since  then  it 
has  been  raised  from  time  to  time  until  it  was  equal  to 
an  average  rate  of  47.7  per  cent  ad  valorem.    I  do  not 
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know  what  the  present  production  is,  but  it  is  not  far  from 
100,000  hogsheads,  or  100  m.  pounds.  The  amount  im- 
ported subject  to  duty,  was  1.486  m.  pounds,  so  that  there 
were  fifteen  pounds  imported  for  one  produced  here.  The 
domestic  product  was  2\  pounds  per  capita,  on  which  the 
bounty  to  the  sugar  planter  was  5f  cts.  per  head  of  the 
population,  or  over  2\  million  dollars.  The  account  then 
stands  thus:  we  use  35^  pounds  of  sugar  per  head,  per  an- 
num, man,  woman  and  child,  leaving  out  of  account  what 
comes  free  from  the  Sandwich  Islands.  33  lbs.  per  head 
is  imported  and  pays  the  government  34|-  m.  dollars  rev- 
enue, 2\  lbs  per  head  we  buy  of  the  Louisiana  planters 
and  pay  them  2\  million  dollars  bonus  for  raising  it.  If 
this  sum  went  into  the  treasury,  and  if  the  tax  were*  sim- 
plified and  better  collected,  sugar  might  be  made  to  yield 
40  millions.  After  sixty  years*  protection,  Louisiana  sugar 
ought  to  bear  an  excise  so  as  to  bring  into  the  treasury 
all  the  people  pay.  It  is  singular  what  a  pet  industry  this 
is,  but  the  reason  why  we  should  pay  a  heavy  subsidy 
for  having  a  small  part  of  our  sugar  supply  produced  in 
Louisiana  instead  of  in  Cuba,  is  hard  to  find.  It  must 
be  added  here  that  the  Pacific  coast  gets  sugar  free  from 
the  Sandwich  Islands. 

SALT. 

The  salt  tax  presents  another  set  of  facts.  The  tax  is 
50  per  cent,  but  pays  only  $700,000  revenue,  because 
only  a  small  portion  of  the  supply  is  imported.    Salt  is 
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an  article  of  prime  necessity,  which  might,  by  an  exci.<^e, 
be  made  to  pay  a  very  great  revenue.  If  consideration 
for  the  poor  were  to  rule,  this  tax  ought  to  be  abolished 
entirely,  but  a  population  which  uses  $1.59  worth  of 
sugar  per  annum,  and  $1.19  worth  of  coffee,  could  not 
plead  poverty  against  a  revenue  tax  on  salt.  How  little 
care  for  the  poor  has  to  do  with  the  matter,  when  their 
money  is  to  go  to  protected  interests  and  not  to  the 
public  treasury,  is  evident  from  the  fact  that  a  tax  of  50 
per  cent  is  laid  on  this  article,  of  which  nearly  all  goes  to 
the  protected.  The  tax  ought  to  be  aboHshed,  or  else 
reduced  to  a  revenue  rate  and  combined  with  an  excise. 

TEA  AND  COFFEE. 

The  fourth  sub-group,  tea  and  coffee,  are  not  taxed  at 
all.  These  articles  are  natural  monopolies,  and  a  tax  laid 
upon  them,  especially  on  tea,  would  fall,  for  the  most 
part,  on  the  producers  of  them.  The  removal  of  the  tax 
produced  no  appreciable  decrease  in  the  price.  The  pro- 
tected interests  desired  to  free  articles  of  food  and  drink, 
in  order  to  lessen  the  cost  of  labor,  so  far  as  they  could 
do  it  without  violating  the  protective  system,  and  the 
claptrap  about  the  free  breakfast-table,  so  hollow  and 
false  in  view  of  our  whole  tax  system,  was  made  to  do 
duty  for  argument  and  sense.  A  tax  of  three  cents  a 
pound  on  coffee  would  produce  10  millions,  and  a  tax  of 
ten  cents  a  pound  on  tea  would  produce  6  millions, — 
nearly  equal  to  all  the  revenue  from  manufactures  of 
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cotton,  flax,  hemp,  iron,  steel,  leather,  tin,  copper,  lead, 
and  rubber.  A  tax  of  three  cents  a  pound  on  coffee 
alone  would  more  than  replace  the  revenue  from  indus- 
trial supplies.  If  now  all  the  manufactured  articles  which 
enter  so  largely  into  clothing,  furniture,  fuel,  lights,  tools, 
transportation  and  information  were  removed,  the  resul 
upon  the  consumption  of  articles  of  luxury  in  food,  of 
wide  use,  would  be  such  as  to  greatly  increase  the  revenue 
from  the  latter  sources.  There  is  no  country  in  the 
world  where  the  revenue  would  be  so  elastic  as  it  would 
be  in  the  United  States. 

TAXES  ON  COMMODITIES  ARE   TAXES  ON  LABOR. 
INCOME  TAX. 

These  taxes  on  consumption  are  sometimes  said  to  te 
taxes  on  labor.  They  are  so,  but  so  are  all  other  taxes 
on  commodities.  In  the  other  classes  which  are  given 
above  we  find  taxes  laid  on  every  thing  we  use.  When 
we  were  boys  at  school  we  used  to  declaim  a  passage 
from  Sydney  Smith  in  which  he  described  the  taxed 
Englishman  of  former  days.  The  Englishman  has  es- 
caped, and  it  is  our  turn  now.  It  is  only  necessary  to 
change  the  name,  and  the  story  is  told  of  us.  All  taxes 
on  commodities  are  taxes  on  labor,  whether  they  are  paid 
in  revenue  to  the  State,  or  in  bounties  to  protected  in- 
dustries. It  is  often  said  that  a  man  with  a  family  of 
five,  and  an  income  of  $1,000,  uses  as  many  commodities 
as  a  man  with  the  same  family  and  an  income  of  $5,000. 
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This  is  not.  strictly  true,  because  the  latter  will  have  serv- 
ants to  provide  for  and  will  consume  more  in  entertain- 
ments. He  will,  of  course,  have  more  clothing,  furniture, 
etc.,  and  greater  variety  of  food  than  the  former.  Taxes 
on  commodities  never  fit  these  latter  circumstances  pro- 
portionately. All  due  allowance  being  made,  then,  it 
remains  true  that  taxes  on  commodities  bear  with  a  cer- 
tain equality  per  capita  on  all  consumers,  and  are  by  no 
means  adjusted  proportionately  to  incomes.  An  income 
tax  on  all  incomes  above  those  which  taxes  on  commodi- 
ties reach  in  their  average,  is  necessary  to  any  equitable 
system  of  taxation.  The  minimum  of  taxed  income 
ought  to  be  so  low  that  the  income  tax  shall  begin  to  act 
where  the  taxes  on  commodities  cease  to  act  proportion- 
ately, that  is  at  the  average  cost  of  necessary  living  for  a 
family.  The  income  tax  ought  not  to  be  graduated,  or 
ought,  at  most  to  have  only  two  grades,  if  for  no  other 
reason,  because  a  graduated  income  tax  does  not  pay  for 
the  trouble  of  collecting  it.  The  only  discrimination 
which  seems  wise  is  that  between  classes  of  incomes, 
such  as  revenues  from  investments,  and  professional  in- 
comes. 

It  has  been  well  said  that  any  old  tax  is  good  and  any 
new  tax  is  bad.  Habit  goes  for  a  great  deal  in  taxation. 
The  income  tax  did  not  exist  here  long  enough  to  be  ac- 
cepted as  matter  of  habit.  It  is  the  best  tax  which  can 
be  laid  in  every  point  of  view,  economical  and  political. 
We  ought  to  have  an  income  tax  producing  from  thirty 
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to  forty  millions  a  year  in  the  place  of  a  vast  number 
of  taxes  which  now  weigh  heavily  upon  labor,  and  es- 
pecially in  the  place  of  many  which  are  protective,  and 
where  the  protection  could  not  easily  be  offset  by  an  ex- 
cise. The  case  is  entirely  different,  however,  if  it  is  pro- 
posed to  leave  the  wasteful  protective  taxes  to  take 
money  from  consumers  for  the  benefit  of  protected  inter- 
ests, and  then  to  lay  an  income  tax  to  produce  revenue. 
That  would  be  a  new  and  unheard-of  combination  in  tax- 
ation. The  mass  would  then  be  taxed  for  the  benefit  of 
a  few,  and  a  few  would  be  taxed  for  the  necessary  rev- 
enue of  the  government. 

TAXES  ON    INDUSTRIAL  SUPPLIES. 

We  will  now  look  at  the  first  group,  Industrial  Supplies ; 
it  is  divided  into  sub-groups,  one  of  which  consists  of 
$36.4  million  on  which  the  duty  is  equal  to  25.9  per  cent, 
the  other  of  25.6  million  which  is  free.  The  former  consists 
of  those  articles  which  are  produced  in  this  country  and 
are  protected  ;  the  others  are  not  produced  here.  Take 
for  instance  tin.  Tin  has  not  been  found,  so  far  as  I  have 
yet  heard,  in  the  territory  of  the  United  States,  but  we 
have  plenty  of  it.  We  buy  it  with  wheat,  cotton,  etc. 
If  some  one  should  find  a  tin  mine,  all  experience  warns 
us  that  he  will  go  to  Washington  and  get  our  represent- 
atives to  pass  a  law  to  make  us  give  him  more  wheat  and 
cotton  for  his  tin,  than  we  now  have  to  give  for  it. 
Every  new     resource     which  has  been  found  here  has 
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been  hailed  as  a  new  sign  of  the  bounty  of  nature  to  us 
Every  one  has  been  the  occasion  of  making  it  harder  for 
us  to  get  the  thing  in  question  than  it  was  before.  These 
taxes  are  taxes  on  industry  in  its  germ.  They  are  mul- 
tiphed  over  in  trade  profits  and  fall  on  the  consumer 
with  their  whole  accumulated  weight. 

The  'Wood  Tariff/'  now  before  Congress,  seems  to  aim 
to  reduce  protection  by  levying  revenue  duties  on  some  of 
these  raw  materials  which  are  now  free  and  are  not  pro- 
duced in  this  country.  (As  for  instance  ten  per  cent  on  tin.) 
This  step  cannot  be  regarded  as  wise,  or  as  tending  in  the 
right  direction.  It  is  impossible  to  so  adjust  these  taxes  to 
each  other  as  not  to  run  the  risk  of  actual  harm  to  existing 
industries,  or  of  putting  them  at  a  disadvantage  in  foreign 
competition.  This  is  not  desired  by  anybody.  If  every 
industry  now  carried  on  in  the  United  States  would 
continue  under  free  trade  (and  every  important  one 
would  continue)  none  would  object.  If  any  of  them 
ceased,  it  would  only  be  because  people  found  something 
better  to  do.  The  taxes  on  raw  materials,  however,  will 
some  day  have  to  be  removed,  and  any  which  are  now  put 
on  will  only  cause  more  difficulty  when  that  time  comes. 

TAXES  ON  MANUFACTURED  ARTICLES. 

The  second  group.  Manufactured  Articles,  covers  all 
the  articles  which  enter  into  clothing,  hats,  shoes,  furni- 
ture, household  utensils,  buildings,  machinery,  and  tools. 
The  total  import  is  107  million,  which,  at  46  per  cent 
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average  ad  valorem  rate,  gave  the  government  49-I-  million 
dollars  revenue.  How  much  it  cost  the  people  it  is  im- 
possible to  estimate.  The  amount  of  the  imports  shows 
that  the  duty  kept  out  but  a  small  fraction  of  the  neces- 
sary supply.  The  depression  of  industry  has  lowered  the 
prices  of  many  of  the  protected  commodities  so  that  the 
tariff  does  not  act  on  them  at  present  with  its  full 
strength.  Making  all  allowance  for  that,  say  that  it  only 
enhances  the  cost  to  the  people  of  this  immense  range 
of  commodities  25  per  cent.  Even  then  it  is  plain  that 
the  burden  is  enormous,  that  it  produces  no  revenue, 
and  that  it  is  totally  unjustifiable.  Instead  of  saying 
one  to  the  other :  If  you  will  let  me  rob  you,  I  will  let 
you  rob  me,  would  it  not  be  better,  as  well  as  more  civ- 
ilized, to  say:  If  you  will  not  rob  me,  I  will  not  rob  you? 

THE  EXPORTS. 
The  exports  of  this  country  can  be  put  in  a  much 
smaller  compass. 

Of  the  exports,  those  which  exceeded  5  millions  in 


value,  were : 

Bread  and  breadstufFs   $116.9111, 

Cotton   171. 1 

Mfs.  of  Cotton   10.2 

Firearms   5.2 

Leather,  and  Mfs.  of   7.6 

Shingles  and  Lumber   15. 

Coal  oil   61.7 

Provisions  ,   I14.I 

Tobacco   28. 8 

$530.6,  m.  out  of 


633.  the  total  export  of  merchandise. 

3* 
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Five  articles,  breadstuffs,  cotton,  coal  oil,  provisions, 
and  tobacco,  amounted  to  492.6  millions,  or  ^  of  all  the 
exports.  They  paid  for  all  the  merchandise  and  gold 
imported  and  the  re-exports  besides.  It  is  upon  these 
exports  that  the  burden  of  the  tariff  directly  falls. 
These  products  are  produced  in  surplus  and  are  forced  to 
seek  the  foreign  market.  The  foreigner  wants  the  goods 
— they  are  all  staples  of  high  demand — but  he  wants  to 
exchange  his  own  goods  for  them.  If  the  tariff  inter- 
feres to  prevent  this,  the  producer  of  exported  articles 
has  to  force  the  sale  by  concessions  in  price,  or,  what 
amounts  to  the  same  thing,  he  suffers  in  the  sale  of 
exchange.  During  the  period  of  paper  money  and  high 
importations  this  was  concealed  or  deferred.  During 
the  last  three  or  four  years  we  have  been  paying  up,  with 
the  exchanges  low,  and  whole  long  arrears  of  this  loss 
have  been  endured  in  a  short  period,  by  the  agricultural 
interest. 

WITH  WHAT  COUNTRIES  WE  TRADE. 

It  is  important  also  to  observe  with  what  countries 
we  trade. 

First,  as  to  the  precious  metals.  The  cases  are  given 
in  which  the  excess  of  exports  or  of  imports  is  five  mil- 
lions or  over. 

Imports  exceeded  Exports,  Exports  exceeded  Imports. 

From  Mexico  $10.2  m.  To  Great  Britain  $  8.  m. 

Difference :                                   Spanish  West  Indies . .  1.6 
Net  exports   16.  China  and  Japan   17. 

$26.2  $26.  6 
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Secondly,  as  to  merchandise : 

Imports  exceeded  Exports,  Exports  exceeded  Imports, 

From  British  East  Indies. .  %  5.5  m.    To  Great  Britain   $232.  m 

Spanish  West  Indies    65.6              Canada   14. 

Brazil,  Arg.  Repub.                       Spain   7, 

Uruguay  &  Venezuela  43.6              Germany   29. 

China  and  Japan. . .     20.               Holland  ....    8.5 

'ZZT:             Belgium   13. 

Turkey    8.9 

Mexico   .6 


$313-0 
134.7 

Balance  exports  exceeded  imports,  $178.3 

This  difference  is  near  enough  to  that  between  the 
total  imports  and  exports  of  merchandise  (184)  to  show 
that  we  have  before  us  the  statement  of  where  the  sur- 
plus export  went  to.  The  surplus  of  course  went  to  pay 
our  debts,  but  w^e  might  have  sold  it  anywhere  where  we 
could  get  the  most  for  it,  and  might  have  transferred  the 
credit.  Our  exports  of  gold  and  merchandise  to  England 
have  exceeded  our  imports  of  the  same,  from  the  same 
for  the  last  five  years  by  $1,023,600,000.  The  market  for 
almost  the  whole  export  was  in  Europe.  That  the  debt 
was  held  there  was  immaterial.  It  therefore,  appears  that 
we  sell  to  one  set  of  countries  ajid  buy  of  another.  The 
effects  of  this  on  the  rate  at  which  we  exchange  must  be 
obvious.  We  want  to  buy  raw  materials,  chemicals  and 
drugs,  tea,  coffee,  and  spices,  and  we  have  to  go  to  the 
countries  which  produce  those  articles  to  buy  them.  But 
we  have  tied  our  hands  so  that  we  have  no  sufficient  out- 


36  PROTECTION  AND  REVENUE  IN  1877. 

trade.  We  cannot  offer  those  countries  what  they  want 
for  their  goods.  We  therefore  go  with  a  high  demand, 
but  we  offer  nothing  which  tempts  the  other  party.  On 
the  other  hand  we  sell  in  Europe,  where  we  refuse  to 
take  what  they  offer  in  exchange.  There  we  offer  a 
supply  but  check  the  demand  of  the  other  party  by  re- 
fusing what  he  offers.  He  then  turns  away  and  sells  his 
goods  to  the  West  Indians,  South  Americans,  and  others 
of  whom  we  buy.  He  takes  in  exchange  the  credits 
which  the  South  Americans  and  others  have  won  on  us 
by  selling  to  us,  and  he  buys  our  goods  with  those  cred- 
its. We  therefore  appear  not  as  sellers  but  as  debtors. 
The  Germans,  Belgians,  Dutch,  and  English  sell  their 
manufactures  to  the  Cubans  for  sugar,  and  then  sell  the 
sugar  to  us.  We  pay  all  the  freight,  exchange,  commis- 
sions, and  double  profits,  on  this  arrangement. 

HOW  WE  OUGHT  TO  TRADE. 

Situated  as  we  are,  geographically,  this  system  is  in 
every  respect  injurious  to  us.  We  ought  to  be  a  market 
supplying  everything  which  the  West  Indies,  and  Central 
and  South  America  want.  We  ought  to  look  upon  trade 
which  would  enable  us  to  make  up  assorted  cargoes  to 
those  countries  as  most  profitable  to  us.  We  ought  to 
exchange  our  goods  for  the  products  of  Europe  and  sell 
them  again  for  sugar,  etc.  The  European  products  would 
cost  us  just  what  it  cost  us  to  produce  the  things  we  give 
for  them.    If  it  costs  us  three  barrels  of  flour  for  a  ton  of 
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iron,  then  the  iron  cost  just  the  labor  and  capital  spent 
on  three  barrels  of  flour,  and  if  we  can  make  flour  with 
less  labor  and  capital  than  any  one  else,  then  we  may  get 
iron  for  less  labor  and  capital  than  the  people  expended 
who  produced  it.  The  exchange  of  our  wheat  for  sugar 
is  a  triangular  exchange.  It  makes  great  difference 
whether  we  stand  at  the  second  or  third  corner  of  the 
triangle. 

STIMULUS  TO  MANUFACTURES. 

If  we  had  free  trade,  the  exchanges  just  mentioned 
would  give  a  stimulus  to  manufactures  hi  the  Eastern 
States  such  as  no  protectionist  ever  dreamed  of.  As  the 
Western  States  fill  up,  their  competition  drives  the  At- 
lantic States  out  of  agriculture  by  lowering  its  profits. 
If  we  were  exchanging  with  Europe  for  goods  for  our- 
selves and  for  reexport,  the  latter  class  of  goods,  whatever 
was  demanded  by  the  countries  with  which  we  trade, 
would  be  continually  calling  for  production  here.  Cotton 
fabrics,  machinery,  hardware,  brassware,  notions,'*  and 
household  utensils,  which  we  already  make  to  great  ad- 
vantage, would  find  a  market  immediately.  The  trans- 
portation of  this  trade  is  ours  whenever  we  are  willing  to 
take  it,  and  the  mercantile  and  banking  profits  follow 
of  themselves. 

To  take  down  a  coiuplicated  tariff"  such  as  we  now 
have  is  very  difficult.  Everything  leans  on  everything 
else.     It  is  like  a  game  of  jackstraws  in  w^hich  it  is  hard 
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to  remove  one  bit  without  a  shock  to  some  other.  It 
will  have  to  be  taken  down,  or  it  will  all  tumble  into  chaos 
at  last.  It  would  no  doubt  be  best,  in  the  long  run,  to 
destroy  it  altogether,  but  it  would  produce  confusion  for 
a  time.  The  country  ought  to  form  a  determination  to 
abandon  the  system  and  work  towards  that  end  as 
speedily  and  rapidly  as  possible. 

WE  HAVE  UNDERTAKEN  TOO  MUCH  AT  ONCE. 

We  have,  since  the  war,  plunged  into  everything  at 
once.  We  wanted  to  pay  off  the  debt,  to  protect  home 
industry,  to  grant  great  subsidies,  and  ti  beautify  all  our 
cities  at  once.  The  consequence  has  been  foolish  ex- 
travagant taxation,  both  national  and  local,  and  it  is  no 
wonder  that  we  have  come  to  a  stand  still.  The  country 
is  like  a  young  and  vigorous  man  for  whom  a  hard  task  is 
set.  He  is  willing  and  ready  and  able,  but  it  is  not  wise 
to  hang  a  weight  on  his  arm,  and  a  clog  on  his  leg,  and 
to  bandage  his  eyes  and  give  hirn  a  rusty  and  rickety  tool. 
If  we  had  reformed  the  currency,  that  would  have  been 
worth  an  effort,  but  to  crush  the  energies  of  the  nation 
by  harsh  taxation  in  order  to  pay  a  debt,  the  weight  of 
which  is  less  in  proportion  to  the  power  of  the  country 
to  bear  it  every  year  that  we  go  forward,  is  unwise.  To 
do  this  without  withdrawing  the  paper  money,  and  to 
undertake,  at  the  same  time,  to  waste  capital  in  protec- 
tion, is  so  foolish  that  it  will  be  quoted  for  a  century  as 
a  specimen  of  economic  folly. 
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